






ait _— 






THE 
ATLANTA 


REVIEW 


FEBRUARY, 1956 
VOL. VI NO. 














Private Guaranteed Annual Wages Or A Better 
Public Unemployment Compensation System? 


7 
FREDERIC MEYERS* 


The guaranteed annual wage has become per- 
haps the most productive of verbal outpourings of 
all the subjects within the scope of labor relations. 


It is a little difficult to justify one more contribu- 
tion to this proliferation of discussion. However, 
perhaps comment which, instead of consisting of a 
critique of specific plans, consists principally of a 
discussion of the proper locus of responsibility for 
the cost of the insecurity which accompanies a 
complex industrial society, may still make some 
contribution to constructive thinking on the sub- 
ject. 

The term “guaranteed annual wage” has lost 
any precise meaning it may ever have had. It has 
been used to describe such a diversity of specific 
programs that it no longer means anything much 
more than a plan which places upon the employer 
all or a major portion of the risk of irregularities in 
employment for a period of a year (or considerable 
portion thereof—the U.A.W.-Ford type plan is 
sometimes called the guaranteed semi-annual wage). 

This definition indicates the problem with which 
we intend to begin this discussion. The complexities 
of an industrial society, combined with the institu- 
tions of free enterprise and the market system, re- 
sult in various risks of irregularity of production 
and employment. Some types of employment are 
seasonally irregular because of the nature of the 
market for the product, for example, women’s cloth- 
ing. Others are seasonally irregular because of cir- 
cumstances on the production side, for example, 
processing of agricultural products. Continuous 
changes in tastes and techniques mean that certain 
enterprises and industries irregularly expand and 
contract production and employment. Though we 
probably know now how to avoid serious cyclical 
problems, historically, we have experienced from 
time to time the unemployment that comes with 
depressions. 


*Dr. Meyers is Associate Professor of Economics at The University 
of Texas, Austin, Texas. 





I think we have come to general agreement 
that unemployed people and their families should 
not go naked and hungry when the disaster of un- 
employment overtakes them. Our disagreements 
center on the question—upon whom should the cost 
of unemployment rest, or, what portion of the cost 
of unemployment should be borne by what groups? 

For purposes of analysis, we can divide into 
three the groups upon whom at least the initial 
burden of cost may be placed: (1) business enter- 
prises, (2) unemployed workers, and (3) society 
at large. 

Historically, and in various aspects of contem- 
porary society, practices have reflected and now 
reflect each possibility. In those employments not 
covered by unemployment compensation, the major 
burden of cost is placed on the unemployed worker 
at least until he has exhausted his own resources 
and becomes eligible for public relief. Tax support- 
ed public assistance programs represent an effort 
to place the initial cost’ on society at large. 

The idea that employers should bear a major 
portion of the risk of unemployment is a very old 
one. In feudal agriculture, the lord of the manor 
was responsible for the maintenance of agricultural 
serfs during periods of poor crops. The Elizabethan 
Statute of Laborers (1562), while providing for the 
legal duty to work also provided: 


“No person shall be taken into service to work for any 
less time than one whole year, in any of the crafts of 
clothiers, weavers, clothworkers, taylors, tanners, bak- 
ers, smiths, cappers, hatmakers, butchers, cooks, millers, 
and others enumerated ... 

“Such yearly servants shall not be dismissed, nor de- 
part during the year unless for some reasonable and 
sufficient cause allowed by two justices; nor at the end 
of the year, except on a quarter’s warning.” 


In many Latin-American legal codes, dismissal 
of workers for other than disciplinary cause is dif- 
ficult and costly. 

In United States practice, until the advent of 
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the unemployment system, the major responsibility 
for assumption of the risk of unemployment lay 
with the individual worker. Except for these few 
instances of collectively negotiated private guaran- 
teed wage or work plans, and except for the role 
of public assistance, the worker was expected to lay 
aside sufficient of his income to take care of periods 
of idleness. At least that was the implication of our 
failure to provide other means of continued income. 
It should be noted that through their unions in many 
trades, workers have pooled these risks through 
purely worker financed systems of unemployment 
insurance. This means of dealing with the problem 
was very important in the early development of 
continental unionism. 

The unemployment compensation system rep- 
resented the first major American effort to re- 
quire employers to share the risk of unemployment. 
The system, financed wholly (except in a very few 
states) by taxes on employers in effect gives to 
them the duty of making some provision for pos- 
sible unemployment of covered workers. The rapid 
growth of experience rating systems has tended to 
place the burden directly upon each employer for 
irregularities in his employment which result in 
the necessity of benefit payment, rather than a 
pooling of the risks among all covered employers, 
as would be accomplished by a tax system unrelated 
to the individual employer’s “experience.” 

The unemployment compensation system does 
not pass all of the risks to the individual employer 
or to employers generally. Limitations on the amount 
of benefits and duration of payments, usually to one- 
half or less of earnings while employed and for 
maximum periods usually around one-half a year, 
require still the largest part of the cost of unem- 
ployment be borne by workers, individually or col- 
lectively, by society at large, or by the employer 
through other machinery. 

The United States was among the last of the 
industrial countries to provide a state system of 
unemployment insurance. Our dominant philosophy 
‘of individualism and individual] responsibility made 
unemployment either a sin itself, capable of re- 
demption by individual action of the sinner, or a 
just reward for prior sin. It was not until we found 
ourselves with one-third of our working people 
seeking jobs which didn’t exist that, as a communi- 
ty, we began seriously to question the notion that 
unemployment is merely a result of individual lazi- 
ness or culpability. For at least most of us it was 
hard to believe that we were one-third ill-housed, 
ill-clothed and ill-fed because one-third of us were 
reaping the rewards of moral turpitude. 

Our initial unemployment compensation pro- 
gram was admittedly experimental, and perhaps 
not widely understood. But the caution which 
characterized its beginnings never gave way to real- 
istic awareness of the limitations of the system as 


it was originally proposed. A few states expanded 
the coverage of their systems gradually, beyond that 
required by federal law. Recently, coverage require- 
ments of the federal law have been substantially 
increased, Most states were slow to increase bene- 
fits—in many, the purchasing power of weekly 
benefits was lower after nearly 20 years of 
experience than it had been at the beginning, de- 
spite the initially modest levels of benefits and the 
rise in real wages and standards of living of em- 
ployed workers. In many ways, our systems of un- 
employment compensation became increasingly in- 
adequate even as compared with modest and cau- 
tious beginnings. 

The politics of the experience rating system 
contributed to this trend. So long as level of taxa- 
tion of the particular employer was tied directly to 
the level of benefits, each employer, and employers 
collectively had a direct interest in keeping bene- 
fits low. And, as jobs became plentiful, benefit 
payments were so low in volume that reserves con- 
tinued to grow. Faced with the choice of reducing 
taxes by way of revising experience ratings and 
associated tax rates, or increasing benefits, most 
state legislatures yielded to employer pressure to 
reduce taxes rather than to increase benefits ma- 
terially. 
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It was in this setting that powerful union de- 
mands for the guaranteed annual wage appeared. 
We had had some small experience with private 
plans, either collectively negotiated or voluntarily 
adopted, going back at least to the early years of 
the twentieth century, when the Amalgamated 
Clothing Workers in Chicago worked out a system 
of bilaterally financed unemployment benefits, and 
coming on up through the Hormel, Nunn-Bush, 
Procter and Gamble, and other experiments. But the 
post-War period saw the first broad campaign for 
privately negotiated plans in significant sectors 
of American Industry. These, of course, centered 
in the steel and automobile industries. In the past 
year, this campaign scored its first major break- 
throughs in the automobile, can, and other indus- 
tries. The first major agreement of this break- 
through, the Ford agreement, set a pattern which 
was to be followed in its major essentials in many 
of the succeeding plans, although some of them dif- 
fered in major degree from the Ford plan. 

The Ford type of plan provides, essentially, a 
private supplement to unemployment compensation. 
In its barest essentials, it provides that the Com- 
pany create a reserve from which are to be paid 
benefits to disemployed workers so as to make their 
combined incomes from unemployment compensa- 
tion and employer supplements total around two- 
thirds of their regular income. (The Ford plan itself 
provides, when the plan is mature, supplements to 
make a total of 65% of ordinary take-home pay 
for four weeks and 60% for twenty-two weeks.) 
The liability of the employer is limited by placing 
a ceiling on the reserve. This is the type of plan 
which has been negotiated in the automobile indus- 
try by U.A.W. and the can manufacturing indus- 
try by the CIO Steelworkers, the latter differing 
in that it provides benefits for a maximum of a 
full year, rather than only six months, with total 
income to equal 65% of take-home for the entire 
benefit period. It also differs in other detail. The 
U.A.W. now claims nearly a million workers covered 
by such plans. Thirty-five thousand are covered 
in the two major Steelworkers can agreements, and 
substantial groups are covered in other plans. The 
proportion of total workers covered by collective 
agreements also covered by Ford-type guaranteed 
wage plans is, then, around 7%. 

Thus, the current type of guaranteed wage 
plan, supplementing unemployment compensation, 
represents a further shift of the risk and initial cost 
from worker to his specific employer. 

Is this the place where so much of the cost and 
of the risk should be borne? There are some per- 
suasive arguments in support of placing it upon 
the specific employer. One group of arguments is 
that which resulted in the incorporation of the expe- 
rience rating system in our national scheme of un- 
employment insurance. The employer has the pri- 


mary responsibility and power to schedule produc- 
tion, the introduction of technological improvements, 
the selection of product lines, etc. Given a pecuniary 
incentive, employers will make these decisions in 
such fashion as to minimize involuntary separa- 
tions from employment. Thus, requiring the em- 
ployer to pay a major share of the cost of such sep- 
arations will work as a preventive measure, insur- 
ing that he will regularize employment so far as pos- 
sible in order to save money. 

No doubt there is some merit to this argument. 
But generalizing it leads to serious problems, There 
are certainly some types of industry bound to some 
irregularity by the very nature of the industry. 
Perhaps, as an extreme example, fruit processing 
will serve as well as any other. No amount of in- 
centive can produce the preventive effect desired. 
Further, a great many factors extraneous to the 
employer’s own effort influence the burden of cost 
laid upon him. For example, one employer, operat- 
ing in a tight labor market, is forced into a layoff. 
His employees, finding other jobs, temporary or 
permanent, do not draw benefits under either un- 
employment compensation or the guaranteed wage 
plan. Another employer, perhaps manufacturing the 
same product and having taken the same precau- 
tions against work irregularity, is also forced into a 
layoff, but, operating in a looser labor market, 
must meet the cost through higher unemployment 
insurance taxes and payments of wage guarantees. 
The latter employer is penalized solely because of 
the character of the external labor market in which 
he is operating, and is not rewarded for the same 
foresight. These are only illustrations of the ex- 
ternal circumstances which make the distribution of 
rewards and penalties only haphazardly related to 
the reaction to incentives provided by the system of 
financing public or private unemployment benefits. 

Another argument, and perhaps a more funda- 
mental one, runs to the role of ownership in a cap- 
italistic society. It argues that the function of own- 
ership is, among others, one of risk-taking. The 
moral justification, or one of them, of profits is a 
reward for taking the risks of enterprise. By as- 
suring to employees, as part of the employment 
relationship, more continuous work or income, en- 
trepreneurship is only performing its appropriate 
function under capitalism. Looked at in this way, 
guaranteed wages are only an extension of the basic 
principle underlying workmen’s compensation. In 
the latter field, we have deliberately shifted from 
the old common law doctrine of employee “assump- 
tion of risk” and placed a greater share of the bur- 
den of risk of accident and disease upon enterprise. 
And, it has become common practice for employers, 
through collective bargaining or voluntary act to 
provide supplements to the minimum required level 
of accident and disease protection. 

This is an extremely difficult argument to con- 
trovert—its logic is inherent in the very moral and 
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INDICATORS 
. December November % December % 
ITEM 1955. 1955 Change 1954 Change 
EMPLOYMENT | | | | 
Job Insurance (Unemployment) | | 
POE erie nnnnnnnnensnnen $207,032 $187,103 +10.7 $336,183 ~38.4 
Job Insurance Claimants} ~___------- 3,092 3,043 +1.6 5,073 | —39.0 
Total Non-Agricultural Employment _-_ | 332,800 330,300* +0.8 311,550* | +68 
Manufacturing Employment ---------- 90,800 91,200* =6.4 80,650* | +12.6 
Average Weekly Earnings, | 
Factory Workers ..............-- | $71.28 $74.52* 4,3 $65.93 +8.1 
Average Weekly Hours, 

Fostery Werner ................. | 41.2 42.1* —2.1 40.7 +1.2 
Number Help Wanted Ads -_-------- | 6,756 | 9,347 27.7 5,505 | +22.7 
CONSTRUCTION | | | 

Number of Building Permits, | 
ek Ferrers 532, 737 | —27.8 624 | —147 
Value Building Permits, | | 
City of Atlanta ________.__________| $2,840,560 $4,165,426 —31.8 $6,822,799 | 58.4 
Employees in Contract Construction ond 19,300 20,300* | —49 17,550* +-10.0 
FINANCIAL | 
Bank Debits (Millions) _____________- | $1,598.1 | $1,460.6 sa $1,501.6 46.4 
Total Deposits (Millions) | | | 
(Last Wednesday) ___-____--_____ | $1,094.3 $1,046.4 +8 $1,036.6 | 45.6 
POSTAL § | | 
Postal Receipts ___________________- | $1,990,122 | $1,608,449 | +237 $1,935,640 | 428 
Poundage 2nd Class Mail _.________- | 1,263,319 1,422,382 | a 1,246,645 | 413 
OTHER | | | | 
Department Store Sales Index | | | 
(Adjusted) (1947-49=100) _______ | 154 | 148 | sat 144* | 469 
Retail Food Price Index | | | 
(U947-49—100) —....2. 108.3 108.1 | +0.2 110.0 | —1.5 
Number of Telephones in Service _____ | 271,80 | 269,641 | +0.6 | 254,686 +6.5 
Number of Local Calls per Day ______| 1,814,624 | 1,814,624 | 0.0 1,855,895 | =e 
*Revised +Claimants include both the unemployed and those with job attach- 
§City of Atlanta only. ments, but working short hours. 
Sources: All data on employment, unemployment, hours, and earnings: Employment Security Agency, Georgia Department of Labor; 
Number Help Wanted Ads: Atlanta Newspapers, Inc.; Building permits data: Office of the Building Inspector, Atlanta, Georgia; 
Financial data: Board of Governors, Federal Reserve System; Postal data: Atlanta Post Office; Retail Food Price Index: U. 3. 
Department of Labor; Department Store Sales and Stocks Indexes: Federal Reserve Bank of Atlanta and Board of Governors, 
Federal Reserve System; Telephones in Service: Southern Bell Telephone and Telegraph Company. 
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TRY Yg.’ 14a\n) x om 
JANUARY THROUGH DECEMBER, 1954 and 1955 | 
om : | % 
1955 1954 | ITEM CHANGE 
—————— — —— —_—__ _ — —-——— | - — - — ——E — - - = - - —E —_ 
113,984 79,859 | Number Help Wanted Ads ____.___________ Racicieies +-42.7 
19,542 15,971 No. Construction Employees* __._-_._____________ | +22.4 
87,425 78,746 No. Manufacturing Employees* __________________-_ +-11.0 
Number of Building Permits, 
10,613 9,720 BN TRIE istiiectncicicrcniiaaensinnchotjane aia etebaiiabines a +9.2 
Average Weekly Earnings, 
$68.33 $63.10 i Ee ee | +8.3 
Department Store Sales, | 
N. A. N. A. Based on Dollar Amounts** ___________________ | +7.0 
269,641 254,686 SN Ch I? no ieiceitvdiincwnnancnens +5.9 
315,425 298,154 Total Non-Agricultural Employment* ~---------_--- | +5.8 
$1,094.3 $1,036.6 Tete! Gepests Glew** ....................... 5.6 
Poundage 2nd Class Mail, | 
16,656,462 15,800,863 ee ee ee +5.4 
$16,222.9 $15,463.7 I Ui i ag al | +49 
N. A. N. A. Department Deere Gtecia** ........................ +4.0 
$18,010,451 $17,343,522 Postal Receipts, Atlanta Post Office ______________-_ +3.8 
Average Weekly Hours, | 
40.7 39.8 Factory Workers* _________ iat ates ipagaiamantieiaie +2.3 
} 108.3 110.0 Retail Food Price Index (December) _.______-_______ —1.5 
$76,564,008 $87,541,6907 Value Building Permits, City of Atlanta ____________ | —12.5 
48,940 66,065 Oe NN a tes eer ants inane —25.9 
*Special ruling permitted construction of $20,500,000 Grady | 
Hospital addition without permit. If included, total above is 
$108,041,690, and the change becomes minus 29.1%. | 
*Average Month 
**End of Period 
N. A.—Not Available 
Sources: Same as page 4. 
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economic foundations of capitalism. Yet to pursue 
it would require a considerable altcrnation in the 
structure of price and production. In the types of 
industry referred to above, in which considerable 
irregularity of employment is inherent, the burden 
of fixed labor cost would be such as to require con- 
siderable shifting out of these industries and into 
others. While such might be quite consistent with 
the logic of capitalism, it would probably not be a 
solution easily accepted in a society accustomed to 
less violent changes in price patterns. 

One answer might be that privately negotiated 
supplemental unemployment benefits were never 
intended to and are unlikely to extend economy- 
wide. Slichter has forseen the possible extension of 
Ford-type plans to only about one-fourth of non- 
farm employees.! 

While Slichter has not been explicit as to the 
kinds of employers that might be included, it seems 
implicit that he does not expect them to extend to 
those kinds for whom the plans would either be an 
unbearable burden, or such as to require major 
changes in price and production patterns. 

This points up two problems. The first is the 
effect of such private programs on labor mobility. 
The factors which induce workers to remain on 
particular jobs, or to leave them, are not clearly 
known. However, it seems certain that, other cir- 
cumstances being equal, workers would be reluctant 
to leave a job with the security of a work and/or 
income guarantee for one without it. To the specific 
employer, this is an off-setting advantage to the 
costs of the plan—its effect in reducing voluntary 
quits. On the other hand, from the point of view 
of the community as a whole, great responsiveness 
of workers to changed wage relationships and job 
opportunities is highly desirable. This point can be, 
and commonly is, greatly overemphasized in view of 
the other and probably vastly more important bar- 
riers to mobility, yet it is a consideration. 

The second indicated problem is the fact that, 
in terms of social needs, the present type of plan is 
most likely to help those, who, though in need of 
help, probably need it relatively least. Workers sub- 
ject to the greatest employment irregularity are 
likely to be those in which such plans will not be 
negotiated. 

Thus, although logically, a case can be made 
for placing the burden of risk on the specific em- 
ployer, the social consequences may be undesirable. 
Unless such plans, though private, can become gen- 
eral, reasonably uniform, and with at best very 
short waiting periods for eligibility, they tend to 
reduce labor mobility and to advantage principally 
those workers in least need (though legitimately in 
need) of protection. Because irregularities of em- 
ployment are imposed on considerable segments of 
the economy from forces beyond the control of the 


1. Sumner H. Slichter, “One View of the Effects of the Ford-GM 
Contracts,’ Monthly Labor Review, Oct., 1955, p. 1117. 


employer, general application of private plans is 
extremely unlikely. If achieved, it would so change 
the cost structure of industries burdened with high 
risk, that the necessary changes in price and pro- 
duction structure would meet great social protest. 

What is the answer? The risks exist, and must 
be borne. “Doing nothing’ about them is not really 
“doing nothing”; it represents a conscious social 
decision to allow the major portion of the cost to 
fall upon the worker who becomes disemployed. 
This is an alternative which is probably no longer 
available to us, and probably that is fortunate. 
The breakthrough of the past year or so in privately 
negotiated supplemental unemployment compensa- 
tion programs makes a return to older arrange- 
ments highly unlikely. 

Two alternatives exist. One lies within the 
existing framework of existing public unemploy- 
ment compensation programs. Expanding these 
programs, in coverage, benefits, liberalization of 
disqualification procedures, and extension of the 
duration of benefits, would meet a considerable por- 
tion of the need. Under existing financing arrange- 
ments, this would still require the particular em- 
ployer, initially, to pay a major share of the cost, 
as tax rates vary with “merit.” Yet some pooling 
of risk does obtain, so that the burden is in part 
shared throughout covered industry. Further pool- 
ing of risk could be obtained by modifying or aban- 
doning existing systems of financing, in favor of 
more equal tax rates, or a flat rate tax. This places 
the initial risk upon employers generally, but re- 
quires employers choosing to invest in industries 
subject to little irregularity to subsidize those choos- 
ing to invest in the more hazardous industries. 
Whatever inequities might seem to exist in such 
an arrangement, it would have the social value of 
preserving the pattern of price and production 
from substantial change as a result of assuming this 
risk. 

The Ford-GM type of plan provides a consider- 
able financial incentive to those employers subject 
to it to alter their political attitudes toward unem- 
ployment compensation (at least where they have 
opposed increases in benefits) and to bring pres- 
sure upon state legislatures to decrease their pri- 
vate liability by increasing benefits.* If such were 
generally accomplished, in realistic amounts, guar- 
anteed annual wage demands and plans would, no 
doubt, lose much of their importance. It is too much 
to expect that they would disappear. They have 
achieved a symbolic value which is perhaps as im- 
portant as their material worth, and could not 
easily be discarded. Yet, if the levels of unemploy- 
ment compensation benefits were to rise to realistic 
amounts, the force of arguments and pressure for 


2. Certain of these companies are said to have been contributors to 
the financing of opposition to the recently defeated Ohio initiative 
measure to, among other things, increase benefits. However, the Ohio 
proposal was very broad and encompassed a great deal more than merely 
increasing benefits. 


February, 1956 


ATLANTA ECONOMIC REVIEW 


Page 7 





such private plans would be greatly reduced. They 
would remain as some small level of cream in some 
agreements. But, with basic protection provided 
in adequate unemployment compensation systems, 
the dangerous aspects of the plans would be of little 
importance. 

Thus, expansion of unemployment compensa- 
tion, generally within the existing framework seems, 
realistically, to be the most likely alternative to 
widespread private programs of supplement to un- 
employment benefits. As we have indicated, this 
places the initial burden upon employers, with some 
part of the risk pooled among covered establish- 
ments. Where the final burden rests is a problem 
in the shifting and incidence of taxation—one of 
the areas about which economists are least sure. 


There seems little doubt that a part at least of 
the burden of payroll taxation is shifted in several 
directions, in varying degrees depending upon par- 
ticular product and supplier market circumstances. 
A part may be shifted forward to purchasers of 
the product; a part may be shifted backward to 
workers, or to suppliers of materials. No doubt a 
part is actually borne by the taxed employer. No 
one knows, or even knows very much about how to 
find out, the distribution of the actual burden of 
a payroll tax. 

Thus, although the initial burden of unem- 
ployment compensation rests upon employers in 
particular and in general, its ultimate burden is 
probably felt by other groups in indeterminate pro- 
portions. Probably the same is true of the similar 
private tax upon which private supplemental bene- 
fit plans depend, except that the less generalized 
are private plans, the larger the proportion of the 
burden likely to be borne by the particular em- 
ployer. 

Furthermore, the method of financing vitiates 
in at least some degree one of the principal social 
merits claimed both for unemployment compensa- 
tion and for private supplemental plans—that they 
tend to act as a brake upon the initial stages of a 
recession by maintaining private levels of spending. 
While it is true that the payment of benefits has this 
first effect, the subsequent upward adjustment of 
payroll tax rates under experience rating schemes, 
and the resumption of payments by private employ- 
ers into reserves drawn down to make payments has 
a countering effect. 

Admitting the need, as practically we must, 
is there any type of approach that would meet at 
least some of the objections to the programs here- 
tofore effectuated. In summary, some of these ma- 
jor objections are: (1) that, as to both private and 
public plans, though the initial burden rests upon 
the employer, and though a case can be made for 
placing it there, the resting place of the ultimate 


cost is unknown; (2) that following through econ- 
omy-wide with these methods of financing would 
require either abrupt changes in price and produc- 
tion patterns, or subsidizing of some employers by 
others; (3) extension of private plans could well 
reduce labor mobility, which, though desirable from 
the individual firm point of view, is socially un- 
desirable; (4) existing methods of financing both 
public and private programs offset in some measure 
the “depression insurance” aspects of the programs. 


These objections are not, in the opinion of this 
writer, sufficient to overcome the essential quality 
of the existing program, including private supple- 
ments to unemployment benefits in the economic 
areas where these are likely to be negotiated, that 
they do in fact meet a real need. Shifting at least 
some larger part of the risk of unemployment from 
the individual worker to others is desirable, de- 
spite the above-mentined problems which may be 
created by this way of doing it. 

However, a legitimate question arises as to 
whether or not there is some way of accom- 
plishing the purpose without creating so many or 
so serious problems. One possibility is that of pro- 
viding through public agencies unemployment ben- 
efits, without tying them to one particular form 
of taxation whose incidence is not clearly deter- 
minable. Rather than to finance the system of un- 
employment compensation by an earmarked pay- 
rolls tax, or an earmarked payrolls tax alone, the 
system could be financed (1) either out of the gen- 
eral revenues of the appropriate level of govern- 
ment; or, (2) out of a special system of taxation 
designed to place the real burden where, in the 
minds of the community, it properly belongs. In 
either case, the benefits, level and duration should 
be adequate, and coverage universal. Universal cov- 
erage results in no deterrent to labor mobility. 
For this reason, perhaps paradoxically, a public 
system is more consistent with free enterprise than 
a multiple of private systems. 

The merit of disassociating the financing from 
the system of payments is that it takes fullest ad- 
vantage of the “depression insurance” possibilities 
of unemployment compensation. Even in contrast 
to flat rate payrolls taxes, as well as to experience 
rating, it allows the fullest possible freedom in 
fiscal policy to achieve the desired goal of full em- 
ployment. It eliminates any element of inflexibility 
in the system of taxation, arising out of earmarked 
taxes. 

The second alternative suggested, that of re- 
taining a system of earmarked taxes, but of a kind 
such that the incidence could be more clearly de- 
termined has the merit of requiring us to come to 
a social decision as to the appropriate placing of the 
burden of support. Possibly, in this case, we would 
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choose to support part of the program out of gen- 
eral taxes whose incidence is widely felt in the 
community at large, in order to require that the 
community, which benefits from the complexity of 
industrial society, bear its share of the cost. If it 
is determined that enterprise should bear a sub- 
stantial share, a form of business tax could be used 
which more clearly rests on enterprise. Of course, 
the wage earner, so long as benefits do not equal 
expected earnings, automatically assumes a part of 
the risk, so that little purpose is to be served, in 
this writer’s view, in requiring of him to contribute 
directly to the financing of unemployment compen- 
sation. However, if the community chose that course, 
it could require wage earners to assume part of 
the cost of benefit payments, and pool part of the 


risk among themselves. 

It is this author’s view, then, that guaranteed 
annual wages are, in substantial measure, an evil 
which the business community has brought upon 
itself, by its failure to support needed expansion 
and improvement in the system of unemployment 
compensation. If that system were to remain sub- 
stantially in its present form, private supplements, 
where these can be negotiated, are better than 
nothing. But if the movement toward private sup- 
plements forces us to think through our public 
program, and agree upon revisions to meet an 


agreed need, they will have served their most im- 
portant purpose. 











